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FNMA’s mid-June auction of $492 million of 4-month commitments to buy both 
Government-backed and conventionally-financed home mortgages continued their months’ long 
rise. The weighted average yield for FHA/VA mortgages rose to 9.862 percent, from 9.827 
percent in May. In the conventional auction. . . the yield rose to 10.070 percent. . . up from 
10.008 percent in May. 


Housing starts in May declined 4.9 percent from the April seasonally-adjusted annual 
rate of 2.181 million units to 2.075 million units. Also... permits issued for future housing 
construction declined 8.8 percent in May. Both these developments were not unexpected. . . as 
analysts have been predicting a leveling-off of housing activity for some months. Many experts 
believe the trend will continue downward until next Spring. 


Another expected development occurred... the prime rate banks charge their best 
customers was raised from 8% to 8% percent...the third such rise in recent weeks. . . and 
bringing the rate to the highest level since February 1975. Most money market specialists are 
expecting a continuation of the upward movement of money costs in the months ahead. 


* 


Cost-Cutting Pact Signed 


The National Constructors Association, . . a 50-member organization of contractors who 
build heavy industrial structures. . . like power plants, steel mills, etc. . . has signed an agreement 
with 8 building trade unions to cut the time and cost of construction, The agreement covers | | 
Southeastern States. . . and it is hoped it will be the forerunner of similar pacts in other areas. 


While the contract permits certain strike and work stoppage actions in local collective 
bargaining situations. . . it rules out. . . generally. . . strikes, lockouts, picketing, slowdowns, 
other disruptive actions, or stoppages. . . which may result in increases in costs of completing 
the work underway. Eight of the 17 member unions of the AFL-CIO Building Trades Depart- 
ment were signatories: Asbestos Workers, Boilermakers, Carpenters, Operating Engineers, Iron 
Workers, Laborers, Cement Masons, and Pipefitters. 


Commenting on the agreement. . . Labor Secretary Ray Marshall said: “‘At a time when 
this Nation faces a severe problem of inflation. . . this is a significant example of what can be 
achieved through labor-management cooperation to hold down costs.” 


* 
Significant Decision 


In Broaden v. Harris, the City of Pittsburgh, et al., Civ. Action 77-899. .. the U.S. 
District Court for Western Pennsylvania has granted summary judgment to HUD and the 
City of Pittsburgh in an action challenging the Department’s approval of Pittsburgh’s 1975, 
1976, and 1977 CDBG applications, and its monitoring of those programs. The Court re- 
jected plaintiffs’ claim that the City had given too much assistance to homeowners through 
a home rehabilitation loan program, and not enough to renters who did not have comparable 
programs. The Court found that the Act does not require that funds be allocated in propor- 
tion to the percentage of renters in the housing population. Similarly. . . the Court upheld 
the Secretary’s judgment that a CDBG recipient’s use of funds for public works and recrea- 
tion facilities instead of housing programs did not violate the Act. 

With regard to HUD’s monitoring of the City’s performance. . . the Court held that 
the Act and the implementing regulations clearly contemplate that a recipient will not have 
completely performed under a previous application when seeking funds for the next year, 
and that the imposition of remedial action for nonperformance is a matter delegated to the 
judgment of the Secretary. 





FAIR Plan Report Sent To Congress 


Inner city property owners are having serious problems getting full insurance coverage 
according to a report sent to the Congress by HUD. 


The report... /nsurance Crisis in Urban America... is based on research by HUD’s 
Federal Insurance Administration and testimony taken from witnesses during 2 days of 
public hearings in New York City in January. 


Last September Congress directed the Secretary of HUD to undertake a study of 
State FAIR Plans and their effect on available and affordable insurance. FAJR plans are 
statewide programs designed to assure property owners Fair Access to Insurance Require- 
ments. When insurance companies deny coverage... property owners can get insurance 
protection under a FAJR plan. ..if one exists in their State. 


The practice of denying insurance on a home or a business property simply because 
of the property’s location is called insurance ‘redlining.’ 


Secretary Harris said “If we are to succeed in maintaining and restoring our cities, we 
must stop insurance ‘redlining.’ The practice denies many urban property owners insurance at 
affordable prices.” 


Insurance companies ‘redline’ by mean of zip codes. ..according to the report. As a 
result... property owners are being denied policies because their properties are located in 
areas generally perceived as high-risk areas. Witnesses said their policies were being canceled 
without their filing claims for losses or without inspections by the insurance companies. 

The report points up the ripple effect of insurance ‘redlining.’ Once a neighborhood is 
‘redlined’ by insurance companies... mortgage money becomes difficult to get. Businesses 
cannot expand without affordable insurance protection and as a result the economic life of 
the neighborhood suffers and job opportunities are limited. 


Findings on specific FA/JR plans are included in the report. It notes that the cost of 
insurance in the New York FAJR plan is three to five times the cost of other insurance 
available to homeowners throughout the State. Because of the high cost...an increasing 
number of homeowners and merchants either buy insufficient coverage or none at all. In the 
event of fire. . . there is little chance the building will be restored. 


According to the report...losses under FA/JR plans are adjusted on market value 
...not on replacement cost. The market value of core urban property has dropped sharply 
because of appraisal practices and an almost nonexistent inner city mortgage market. As a 
result. ..claim payments under FAJR plans are insufficient for the owner to rebuild the 
property and the possibility for abandonment is greatly increased. 

In combination. ..mortgage and insurance ‘redlining’ practices spread urban blight 
and hasten the decline of neighborhoods and ultimately the entire city. 


Copies of the report are available from the Federal Insurance Administration, Room 
$138, HUD, Washington, D.C. 20410, (202) 755-6904. 


* 


Birth and Death Rates Reach Record Lows 


The Census Bureau reports that both birth and death rates were at record lows in 
1976... 3.163 million births and 1.914 million deaths. As a result...the increase in 
population (including immigration) for the year came to about 1.6 million. ..0.7 percent. In 
the 1950’s...the rate of growth averaged about 1.75 percent... when new babies averaged 
about 4 million a year...although 1948 showed the highest growth rate in recent 
history...1.85 percent. In 1956...the population increase peaked at 3.1 million. In 
1976... the birth rate was 14.7 per 1,000. . . down slightly from 1975 and 1974. The record 
birth rate was in 1820... when more than 55 babies per 1,000 persons were born. 


In 1976... people died at the rate of 8.9 for every 1,000 of population. . . approxi- 


mately the same as 1975...but down from a 9.2 rate in 1974. The highest death 
rate... more than 18 persons per 1,000... occurred in 1918. 





Mortgage Activity Breaks Record in 1977 


HUD has released the figures on mortgage lending for 1-to-4-family homes in 1977. 
Mortgage lenders closed a total of $158.6 billion of long term mortgage loans for 14 family 
homes in 1977. This volume broke previous records and was 44 percent larger than the 
$110.1 billion of home loans originated in 1976. 


S&Ls accounted for 54 percent of the home loans closed in 1977. ..commercial 
banks for 23 percent. .. and mortgage companies 14 percent. 


A total of $14.4 billion of multifamily residential mortgage loans was closed in 
1977...up 15 percent from 1976. Nonresidential mortgage loans aggregated $35.5 billion 
...oOr 42 percent more than in 1976. All told. ..a total of $220.5 billion of mortgage loans 
was closed in 1977. ..40 percent above a year ago. 


Construction lending also rose perceptibly in 1977...reaching $32.9 billion for 
homes... up 50 percent over 1976... multifamily construction loans increased by 29 percent 
to a total of $7.6 billion. 


In the secondary mortgage market purchases of home mortgage loans reached a 
record $54.9 billion. ..28 percent above a year ago. Purchases of multifamily loans at $4.2 
billion were up by 49 percent. 


New commitments for home construction loans during 1977 totaled $28.3 billion 
...up 46 percent over the 1976 volume... while new commitments in 1977 for long term 
mortgage loans for homes at $137.7 billion were 47 percent higher than a year ago. 


New commitments for multifamily construction loans during 1977 came to $9.3 
billion...51 percent above 1976. New commitments for multifamily long term loans at 
$17.1 billion were up by 32 percent from 1976. 


At the end of 1977 mortgage lenders had $98.3 billion of total commitments 
outstanding, 34 percent above a year ago. Outstanding commitments for long term home 
mortgage loans at $30.8 billion were 45 percent higher than in December 1976, while the 
outstanding commitments for home construction loans at $13.0 billion were 49° percent 
greater. 


The above statistics are obtained from reports compiled by the FDIA, FHLBB, SEC, 
Census Bureau, American Council of Life Insurance, Mortgage Bankers Association of 
America, and HUD... under a cooperative arrangement. 


* 
Residential Energy Booklet Issued 


The changing patterns of residential energy use since 1940 are shown graphically in a 
new four-color report issued by the Census Bureau. 


In a series of colorful pie and bar charts and maps, the 8-page report illustrates the 
trends in home heating, air conditioning, use of autos, and utility costs over the past three 
and a half decades. 


Three U.S. maps... for example, show the primary home heating fuel by counties in 
1950, 1960, and 1970. The maps reveal that in 1950, coal or wood was the predominant 
fuel in about two-thirds of the counties in the Nation. By 1970, however, the use of wood 
had practically disappeared and coal was the primary fuel for residential heating only in coal 
mining regions. 


The growing use of electricity, utility gas, fuel oil, and bottled gas for home heating 
is also charted. 


Another chart shows that the percentage of households with two or more autos 
available grew from 21.5 percent in 1960 to 35.3 percent in 1975. 


Copies of the report, Residential Energy Uses, H-123-77, are available for $1.00 each 
from the Superintendent of Documents, Washington, D.C. 20402. 





FYI 


The U.S. Department of Energy and the National Energy Council of Greece. . . joint 
sponsors. .. International Conference on Energy and Community Development... Athens, 
Greece, July 10 to 15. Details: Secretariat, Environmental Design Co., c/o H.P.O. 36, 
Voukourestiou Street, Athens, 136 Greece. 


American Institute of Architects and American Consulting Engineers Council. . .Work- 
shop on Life-Cycle Cost Application. .. Boston, July 19-21; Seattle, August 16-18; Kansas City, 
Mo., September 20-22; Atlanta, October 9-11; Anaheim, November 15-17; and Denver, 
December 6-8. Details: ACEC, 1155 15th St., N.W., Washington, D.C. 20005. 


American Society of Interior Designers. .. International Exposition of Designer Sources 
and Annual Conference. .. Washington, D.C., July 21-25. Details: ASJD, 730 Fifth Ave., New 


York, N.Y. 10019. 


Engineering Foundation. . . Seminar on Economic Impact of Energy Conservation 
Measures. . . Henniker, N.H., July 23-28. Details: EF, 345 E. 47th St., New York, N.Y. 10017. 


National Home Week will be observed September 3-9. 


National Environmental Systems Contractors Association, . . Solar Energy Seminar. . . 
Houston, September 22-23. Details: NESCA, 1228 17th St., N.W., Washington, D.C. 20036 
(202/296-7610). 


National Association of Home Manufacturers. . . Meeting. . . Washington, D.C., 
September 24-27. Details: Darcy Neil, NAHM, 1619 Massachusetts Ave., Washington, D.C. 
20005 (202/234-1374). 
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